University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

12-15-1987

Mexican Government Announces 22% Peso
Devaluation (controlled Exchange Rate)
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Mexican Government Announces 22% Peso Devaluation (controlled Exchange Rate)." (1987).
https://digitalrepository.unm.edu/notisur/1160

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 075657
ISSN: 1060-4189

Mexican Government Announces 22% Peso Devaluation
(controlled Exchange Rate)
by John Neagle
Category/Department: General
Published: Tuesday, December 15, 1987
On Dec. 14, the Mexican government announced a 22% devaluation of the controlled rate for
the peso, adjusted to 2,200 pesos to the dollar. According to AP, on Dec. 11 the peso traded at
1,796.9 to 1,805.2. The controlled rate, used in approximately 75% of all commercial transactions, is
established daily by the central bank (Banco de Mexico) and nationalized banks. The devaluation
of the controlled rate peso brings it to a level similar to that of the free market rate, used in tourism
and transactions along the US-Mexican border. Next, the government announced that the maximum
level of import duties would be reduced from 40% to 20%, and other tariffs lowered to compensate
for the devaluation's effects. These actions were perceived as the first wave of a series of drastic
policy changes expected by private sector and university analysts, in response to recent added
inflationary pressures in a context of economic uncertainty and an annual inflation rate already
surpassing record levels. The new economic program is expected to include wage hikes, and
higher prices for public sector goods, such as gasoline. Last week, the Banco de Mexico reported
that aggregate inflation for the January-November period totaled 125.8%. Private sector analysts
predicted that inflation for 1987 as a whole will surpass the 143.6% rate recorded for December 1986November 1987. President Miguel de la Madrid said his government had "recognized the risk of
hyperinflation," and was preparing a new economic program to reduce this risk. (Basic data from
AP, 12/14/87; AFP, 12/10/87)MEXICO'S LACK OF
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